OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GemaLn &, Marm
ATIORNEY GENERAL

Sl wainey

Honorable 0, P, Lockhart, Cheirman
Bonrd of Insurance Commissicners
Austin, Texas

Dear Sirs Opinion Ho. 0=-4002
' Ret Do the je

tom “0. 8¢, Paul'a Hospital
7 0 llas Methodist Hospital)
datingan gpinion of this dopartmnnx

: sption System, Ino,,

(horeipsftex called sten') s a Delaw

ware corpqoratica ipcorpbrated October 20,
92Q under Chahter 65/0f the Hovised

prere ed o0k to be gol& for 25,0003 -
,608% shurya of the common stock being
gubscriyed Znd actually paid for at §2.47
$8,943; and 62} shares of the
stook being subsoribed and fully
pa T e total of ¢3,125,00, The Systenm,
on Leptember 3, 1932, was granted by our
Sooretary of State Texas Formit No. 7637,
expiring ten years from that date, vharein
i1t 18 authorized in Texas 'to aot 25 agents
for hospitals in seouring members who -
desire hospitaligation, and to transact all
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business inoldent thereto, together with
such other rights end privileges as core
conforred on foreign corporations by the
laws of Texas, subject to coampliance with
tho Constitution and laws thercof.' 1Its
application for permit states, and it is

a fact, that its principal office in Toxas
ia in the Praetorian Building ia Dallas,

. Texas; and the application recites alaso

(which 1is e fact so fer as we are advig-

" e8) that it i3 at present transacting

business in Texas oanly. The application -

- recites 'Its business.in the State of

Texas is to be transacted throughout the.
State'., Attached to its appliocation is

‘cortified copy of 1te original artiocles. N

of incorporation showing that its prine
cipal office is in Dover, EKent County,

Delaware; that its resident agent in thgt.f'.

state is the United States Corporation
Coapany, whose address ie 19-21 Dover
Green, Dover, Delaware, This is & typle_
cal Delawere charter, whorein it is au-
thorized not only 'to act as representa=-

- tives for hoapitals in securing employaes

who desire hoapltel saervice and to trange

act all busineps incidental thereto!, but -

i1t is also specirficdlly authorized to do .
many other things not embraced in its
Texes permit - in fact, nearly anything -
and everything throughout the chromatie-
scale of humaa and corporate aotivity.,

"Its Tezas activities oonsidt“prlnci—

'pally or exclusively of serving as agent

or in whatever other cepeacity the faota

- hersinafter recited show) in the promotionfiﬁ .
. and operation of & haspltalization service

plan for or in coopsration with St, Paul's
Hospital and Dallas Methodist Hospitel,
both of Dallas, Texas, Hecords in the

Secretary of btata's office show that each

of these hospitals is incorporated under
the laws of Texas es charitable and bene-
volent corporetions with.the power of
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acquiring, erecting, owning, and oporat-
ing upon a charitabio basips a hospital
" or senatorium in the oity of Dallas, with
a training school for nursge in connoGe
tion therewithj St. Faul's Hosplital belng
ownaod and operated by a Catholio order
y known es the Sisters of Charity, with
' its 'Ceatral House' at Normandy, Missouri,
and providing thet 'the corporation shall
have no capital stock'; that 'members
of thia corporation are Sisters of Charity
e« « « DO person can be at any time a mem-
ber of this corporation or have any intere.
est in 1t unless the be a 8istar of
Charity of the same 3o¢iety; and ashould
eny member of this corporation cease at
. any time to be a Slster of Charity she
shall also cease t0 be & membar of this
corporation, and forfelt &ll claim she may
have on acoouht of her membership in the _
corporation. No formal act of resignation
shall be necessary on tho part of & retired
or retiring member. Removal by death or
by the Superiors at Normandy, Kissouri,
ghall be sufficient, The interest of a
mazber shall be unassignable and ashall not
pass 10 anyone other than the members of
the corporation, by bequast, devisa, des=
cent, or veluntary or involuntary coavays -
ance'; and the Dallas Mathcdist Hospital
‘likewise has a charter providing that *said
corporation is formed for benevoleat and -
-chaeritable purposes, It shall have no
capital stock. . « « 4t shell never pay o
dividends or profits to anyone, but all =~ .
funds deriving from the oonduct of its -
business shall be used t0 pay expenses and
for repairs sand extensions . . . this chage..
tor is takesa out 1n conformity with reso~ -
lutions adopted by the North Texas Annusl .
Conference of tha lMethodist Episcopal :
Church South, in session on October 29, -
1920, and the affeira of sems shall be
- @lrected by thirteen trustoesz and shall
be under the control and ownership of the
above named North Texas Annual Conferende .
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and such othar aniual Conferonces of
such Xsthodist Tpisoopal Church South
as may hereafter bde poermitted to pare
ticipato by said North Texas Annual
Conference, and said North Texas Anaual
Conferseace and othar Conferances par=
e tiloipating shall have the absolute
rizht to confirm each and ell the
trusteess hereinaftier numed, and thelir
successors in truste Lo trustee heree
after appointed shall hove the rizht
to hold office if confirmation shall
be refussd by said orth Texas Annual
gonterence or Conferences participat-
ng!.' : - , .

. "The plaa under ‘which the hospitel
systenm mantioned adbove la operated ie
_ aubstantially as followst: Natlonal
Hogpitalization Systen, Inc.,, pre=-
. sunably advertises its services; 1t
" has sevaral solioeitors who oontect
progpocts individually throughout ths
8tate and seours appliocations which
cre submitted at its office; if the
Vanasgement .0f the System .is convinced.
that the risk would be accoeptable to
the Lospital, the appllication is then
by 1t forwarded to the Buperintendeant
of the hospital indicated on the eppli-
cation together with a remittance
- aguivalent to 70% of the entire pre=~
. mium which is collsoted by the System's
. representetive for the first monthly,
quarterly, semi~mnnual, or annual
poriod, as desired by the applicant,
.The othar 304 of the gross premlums
. {voth initiel and subsequent) belng re-
tained by the Systen as 1ts compensation
or profit in tha enterprise, If the
- Superintendoat of the kospital approves
the applicant for membérship, he signs .
the Torm of poliecy or contract and re= .
turns it to the System, whick then dee
livers 1t to the applicant. There is
subgitted with this letter a specimen
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copy of the form of sppliocation and polioy
certiricate (or other contrect) used in
the Dallas Llothodist Eospital's end of

the business. The application 2nd poliey
~or certiricate used by St Iaul's Hospl-
tal are identiocal in form with the speci=-
mon copy submitted, except for substitue
tion of the name of the hospital.

"The coniracts betwoen tho System and
the two hospitals, respestively, sach proe-
‘vide that it can be voided by the hosple
tal on ten days notice if tho hospital
discovers that any provisions of such
coatruct have bsen violatoed by the System,
in which ovent the hoapital shall take
over and perform all fundtions formerly
poerformed by the System and enjoy all
bonefitas and privileges fornarly enjoyed:
by the System, and shall make all col=-
lectiona thereafter from the nmembers and
retain 1007 of sane as its own. The
System egrees to maintain a total membere
ship at cack hosplital of not lass than
4,000 or more than 5,500, end 1f the meme
bershlip falls below the minimum or exceeds
‘the maximum, 1t constitutes & violation
for which the hospital may take over as

- ebove indicated., The System writes both.
~Group and individual business. If a
group has a8 many as ten menbers, premiums
c¢an bs paid monthly; whereas individuals
mey pay only oa tha quarterly, semi-asnnual,
or annual basis. The age limit,is from

16 to 60 yeara, and the annual premium is .

39,00 per member for all-ages.

“Koith@r-or tﬁo hosﬁitals hes complied,
or made any attempt to comply, with eany of
the provisions of Artiels 45%0a or of

Title 78, nor bes the National Hospitaliza~ -

tion System, Ipe,., and nons ¢f the three
corporations or any of their employ=es
hea bsen llcensed by this Department to
conduect an inswrands business-or the

. business of an insurance agent,

"It i8 our opinion shat each‘or the
hospitals, severally, and its employees,
is carrylag om the buniqnts of group and

‘_." '_

Vs

g
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ind4ividusl hespitalization insurance, in

_ violation of the statutes of the Statey
and that the Netlonal Hospitalization
Syastem, Inc., is engeged in auch hospi-

. talizetion insursnoe business jointly

_ with the respective hosgltals in viola
tion of auch statutes, or that Lt and
its: employees and the omployces of the
hospitals are acting as insurance agents- -~
{loéd). racording rgents end/or solicitors)

. 4n vielatlon of the torms of our stat- .
utes, which spoecifiocally fordid corporsw
tions from beinz liocenzed as insurence -
agents, . o :

"we suggest that you considar what

bearing, if any, the followling statutory

rrovisions, amorg others, have upon our

quastionst Artioles 4t90a, 4686, 4718,

33535 $05¢, 5008, 5080, H06Ea, 5062D, and
8 . : : ’ ’ ’ ’

. ®Aslde from the queation of whather
thecre three corporations end their smployses
ure unlawfully operating en insurance busi-
ness or the business of insurance agents,

it 18 our view also that each of the_oorpora-'j'

.. tions 18 aoting ultra vires, so as to Jjustify
appropriate quo warranto, injunotion, or
other proceedings against. them, ‘

”ﬁe ara;aubmitting herewith ia support
of our views a drief, which, while aot ex-

haustive, mey be helpful.

~ “Please Advida.ua whether or not, 4in
your oplinlon,-the state of facts above outwe:
lined discloses any violstion of our laws,
elthor oivil or eriminal, or any ultra vires
ect on the part of sll or any of the three
corporations adove named.- o Co

"If your answer is fn the affirmative
we request, pursuant to the statutes, that
you institute such procesdings as may be
Justiried, and this Departmont tenders to
¥ou its cooperation in svery possible way
in coaneotion therewith,.” Co ‘
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" The word "insurance” is darinad in COrpul Iurls,
53, Pe 975, as ‘followss :

 wproedly dafingd, insirénce is a dontract . . .

" by which one party, for a compansation called .

tha pramium, assunes partioulnr riska of the .

‘othor party aand promigses to pay to him or. his ’

noxinee a certain or ascortalaadle sum of -

. monay oa a Bpacified contingency. Ag ra ards :

proverty end 1liebility insurance, it i5 & -

" osntract by which one perty promises on a .. - .n':157

consldaeration to compensate or relmburse the .-
other Af he shall suffer logs from & speei= - ..,
Tiad cause, or to guarantes or indemnify or .
socuro him against loss from that cduse. 1. . ..,
With soma exceptions, perticularly ia the :
case of life lasurance, insurance 18 & con=- :

“gract of indemnity. Thr term insurance de<
" notes also the sot of iasuring by the contrect

here defined, as well as the systom of bdusie
ness of whioh augh coutructs ares the char- : LA
ecteristic aad vital element._,“, . -

L

Couch on Insurance, Vol. 1, seo. 2, De 5. dotlnou

the word "insurance" as followa:

"e o« o Strictly derinod, 1naurandn. ‘-*"gj; -
e s o 18 8 contract whereby one for a« eon= -~ -

" silderation agrees to ‘indemnify another for

liadbility, demage, or loss by perils to whiech

the subject insured may be axposed. In « «
accident insurance 1t 18 the . . haalth of

the parson that is the subject of the ‘coatract..
e o« o« it 2l80 has boen sald that 'the word
*insurance™ in ¢omuon speech and with propriety -’
is used qulte ag often in the sense of oontract'
of insurance, or act of lnsuring, aa ia that. .-
expressing the abstract 1dea of 1ndemnity oy
saourity asginat 1oss,'

"y o « In this connection 4t should be -
remembered thet the character of insurance is =
not to be determined by the character of the R
coupany writing it, the nocmeaclsture usod, or B
thke manner or moda of affording insurance, bub: br
the nature of the contract actusally entered
into or 1ssued, In other words, the true
charaoter of an alleged contraot ¢f insurence

-, =

—— e i mn
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cannot ba ocncealed or chenged dy the use .
or abaance of words, it boing immuterisl whaoe
thar or not tha eontract oa ite faces purports
to ba oae of iansurance, gince the court will
look behind the terminology to sscortain what
the parties intended to mccompliah,™

Artiole 4360s, Vernon's Aanotated Civil Statutes
suthorized the organizctlon end. lacorporetion of uon-protl&
oorporstions for group hospitel sarvica. The sct further
provides in perts’ :

", « o That sueh corporations orgenized
and opercted under tha provisiens cf 4his
“Act o¥sll not ba rajuired by any departaent j
of this IZtate to poab tecad, or placs dapoaits '
with any department of this Stats to bagin
and/or eporate under this Act and the provie
sions of Title %8 of the Kovised Civil State
utas of Toxas of 1026, are bDereby dvclarsd
insppliceble 10 corporntions organized and/or
aperated uader this 4Act,.”

However, audh coryorations ars aubjact to cortain
supervision of :ha lnzursncees Dopertaant of this ftate, Under
tha feots stated in your letter, none of the sbove moaticned
sorporaticns are incorporated under Articls 4590a, aupr:. or
arge attespting to operate unley suoh statute, :

In Texns Juriepruaanea. Yola 24, Do 661. l 8. notes
£ and 8, it is calds

It is elomentary, also, that iasurance, : o
other thas thet of 1ife und socident whora the.
result iz denth, is a controot of ladeunity; :
and thda, ragurdless of tho fuot that tha sum p
to be (uild 1a agrosd upon ia odvance,” {Cite~
ing dcuthwost h&tivaal Dank v, #¥mployers Ine
demniy Corpe, 12 2. W. (24) 189, 1913 Pire
Asscelstion of Philaéalphia Ve Streyborn, 211
Ge Wo 447; Delewars Insurance Coe. ve Will,
157 Be Ve £83,.)

‘Zou have- furnished us with & copy of the application
and servica contract used by the Mathodist Hoapitel ¢f Dallas,
Th:nn, and state lan offeot that the applications end service
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gontroots usod by both of the above namad hospitals are idesn=-
- tical except &3 to tho names of spplicants, and of course,
the came of tha particular hos;itanl manking the gervice cone
traot 1s zet forth in mald gontracty otharwiae, aa above
stoted, tie apvlicaticas mnd sorvice oontracts ars the

samg, Whe application and tha sorvice acatrsot of the
ethedist Nospital of Dsallas, Texas, above meatiocned, are

88 followss

Applications

*I, the undersignod, 4o horebdy make applie
eation for xemburship in the hoaplirlization
plan of Mathodint Hoapital of Dallas, Toxas,
through the thational Fouspitallzation “ysten,
Inc., tha cuthorized acents and collactors_of
duas, payadble in adveace af the rate of: _ 04
Hoathly _ #2480 quarterly & §4.50 Somi-Annually
- $8.C0 Anpuslly, the meabdersily to become
oporativa and 1. forae immedlately in case of -
acoldant, and ufter 1C days fron dato of cone
tract 1o case of illnesss, Should I ckange my

- prosont employment ny membership shall stay in
full Torcs se long as my dues are paid. . Unese
ployed wivss of hisbunds in groeups sre written
on oecn bogis as husbaads' and are autometioale .
ly tcancslled when hustand's sontract lepses,
-Cogtract of member who begomes unemployed RS
house-wife iz automatieally cancelled. Dafault
in paymsat of ducs for ten days automatioanlly
cancals the Service Coatract I am te receive if
scoopted; if rejocted, money ;ald on applicae
tion will Lo refunded, I certify thet I em in
gv0odhoaalth and without ehronle ailment of eny
kind. I uanderstand and agrae that I em not to
receivo hoonpitalizotion assrvico for any existe
ing disonsa, allwent or Injury nor eimplicse
tiona arising therefrom, nor for tubercuiosis,
iatozlcation, a-rvsas disordara, inkanity,
veneroeal discases, ayphilis, suloidal casesn, op
{or any cuarantinable disesae; snor for &is-
oages of or surgicel oparations for misoarringe,
aberticn, or troudles erielng from this scuroe,
~er Tor complicesntions arising from previous
deoliveries; hovaver, & dlaccunt of 50¥ will be
ullowed off the regulur hospltel ohargea for a
poriod of twoaty-onns days for such allzueats as
bheraiae, hermorrhoids, disesses or operations on
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uterus, tubes or ouriea urtor the cvntraect has
heea in full foree for onoe yeor end wpon ontcr-
iag the second end following years,

MO Date or luat Sllnoas 19‘ ~_ Nature

ﬁttend&ns hysicien _ Eoforenos
140 ¢an Vetify my statemcntSe 3 fully understecd Ches
any falee statorants rezarding my health will not
ottitle ©9 to wembarahip, This swpplicatiocs baconos
a part of the Servige Contrsot and is the basls on
| whieh it 1s imsucd, _

‘T authorize ) ' to &pduet my dues each
_ nonth, A . S

Bnﬁloyed by }
or wife of . )

. Yaze {print)

~ )} fhe underaigned has
} raad and fully uadoere

stands the ocntonts
of this application
end that eny verdesl
proulises or renro-
sentations madae by
eithor party are Lere

‘Res, Address

and now walived.

Bus. Phana' _ au. m:m Signed in duplicate.
S S _ This day of
Bitneas: ST : s 194
- (54grned)
napresontative R Appliognt

¥ake &ll ¢hsoks payabla to National Hospimzu-
- tion dystam, Inc.*

(On roverse side of application):
' 3indo Depandent C‘hndren

Hans —

T kge Heox
Yeme : .
Age "GexX
Home

Age S0x
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"Renarke o

Gorviace contrnos:’ .
CTDALLAG SETHODIST RQS}?I’IAL

. Kunbey
Non=-Tranoforable

*SEﬂ?ICE~OGFTRAGT

"The MZTEIDIST LOSPITAL of Dallas, hoerainaftor
doslgnated as *'lospital?, sgreos end contructs with

rom
darsinaftor designated &8 ‘llanboex' in counsidarciion
of peymeat of dueg 1n sdvence to our duly euthore
izod agonts IEEL NATICHAL HCQITTALILATICN LSTOTIM, IHCe,
in {natalluants ss sgreed upon whon sigaing appii-
caticn, to give seld Nomber the following Hompital
Sarvice, upea authorizetlon of naid Mosber's doastor,
who aust be & monmber of the Dellss County Madioal
4ociaty. In cose 0f emergency Msxber will ho rone
dored £irst aid in tho Emergency Uspartaent ezd
will ba cared for uatil the domber's dcctor arrives,

"thie Servico Contract entitles Hombey to a
private, or soafeprivate room {room not to aexceod
c5C0 por day), opsrating roozm, cnesthoticn, genm
oral aursiag, anursiang supsrvislon, teohniclans,
ciotitiuas, moals, routlane medlcine, surgioal
supplies, routine leborstory work, snd all otlher
usunl hospltel sorvice during & pariod of hoaple .
talization not to oxcood twontyecae honpital days
during the contract year, howaver, aftor Nexuber
hos ugnd the twentye-cne days allowed, in case
furthar hospitalizution is necessary, a 33 1/3f
discount from regular pricss will Lo given for
an additional thirty days, Thls does ROT ine
clude doctora' feas, prescriptions written by
samborts dector or on his orders, nor the service
of & apasoinl private nursa, nor Xerays, oxysgen
tents, physiotherapy, fatravenous modiainoa,
snti=toziug, vaooines, serums, nor &#pecisl iabort-
tory worke. ’

“It 1m furthor agrecd that in the event the
mambor suffers an aooldsnt outaide of Dallas
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County, Texas, and it is neossssry to have
iwnodlateo ogpitalizetion, the hoapitel egrees
to roimbursae tho mexbor to the eoxtent of
$%.00 por day uposn recoipt of writton proof
fro= thae hoapital where tho meador wag Colle

* fipad} howaver, in no event does this ¢luuse

© eover nore than the twonty-cne (21) hospital

daya clloted the noexber during any oae eontrudet
yaals -

*If all the private or sexiprivete rooms of
tho liospital are oooupied at the tine Licaber
i3 eontarod s s patient, then Momber agrees to
bo placed teuporarily 1o a xroom of 4ifferent
claas until such rooa ia avaliladlo. Nomber

' ezraes to Lo xnovod at the option of the lHosple

tal, If the Mombor i3 furnished a soniprivate
(two or throe Vods) room, the torma of this
contra¢t aro thoeready antisttod. Koedar s
subjoot to regular ochargaes in tha Hospital aftey
his dootor hen silven an order for his dlsoharge
from the Hospital, Tor all oharpges made b{

the Lospltal for. servics pob covared by thls
“eontrzot tho tiombar vgraes to yay tho lHonpital
oash upon demand and ir no event later than
upon leeving tho Hoapital, Failure to pay

guch chargos upon or desfore lesving the Hosple
tal asutorstically terminates this contract es
of date of euch default, and all dues thoratoe
fore pald hoeroundor ahai1<bo retained by the
Hospital,

"Dafeult 4in the payment of dues for a
pericd of TN DAYS automatlioally cancels this
contraot, without written notice to Wember, end .
dues rocaived aftor eesid ton days sre subject
to rejection Ly the llospital for any reason,

“ue ceooptanca by the Hospital of a past aue
iangtallzoent shall not be ecnsidored a walver
of any of the conditions of this contraot,

"io sorvice shall be provided EKoxmber for
sny chroplc dilsease, allment or fajury aor
cosplicatione arising thoroflrom, cor for tubole
culosis, intoxicatlion, mervous disorders,
inzenity, venoreal disosses, syphilis, sulcie
Gal cases, or any guarantinadle disessoej nor for

431

L L
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dianzses of .or surziosl operations for miscare
risge, sbortion, or troubles arising froa tals
sourca, aor for conplieaticns srisiang from
‘pravicus dolivorien; howsver, g dlsoount of
$0: will be allowad "ot the roguler hospital .
charzes Tor a poriod of twoeaty-~ons Jdays for
suoh ailmants &8 horsis, hesorrholds, disenses
or oparations on the uterus, 'tubes or ovarlaes
after the ¢cuvptract has bses in full foros for .
. one year and upon enterinyg tbe seccad and
. following yenra. :

: "o taraity onbes are not 1neluded in this
cantracb, but & discount oL 50% from the flat
Heapltal chargss will be allowed Homber in good
stendizg eftoer haviag retained sombersiip for

& poriod of G year. laternity comes can only .
e hoapitalizud under tils contraot for a poriod
¢f Geven Doyas. If a longer stoy 42 desired, no -
disaount la ellownd, rur olthar the methar or
she dadby, . ,

“Only poraona between the ages of aixtcen _
and fifty-fivo aro wcoeptadble &y members, This
¢ontroot is subjeot to cancellstion when the
Lolder reaches the eége of golixty years, Xlaor
dopsndent ebildren undar gixtoen years of age:
are eatitled to ¢ 0% dlsoount fron the ragulcr _
Yoezltel oharges, providsd both parenta ers :

nezberg 4in cood standinz and provided further
thet thelir aames and ages &ro Iintod on the
nppltcatioa of tholr paronts, -

“Anyi?emhur who makes falss statemsnts rc~
Zarding his or her health or age at time of -
slghing applieation will not bhe estitled to -
hoapitelization unler this coatract, The cpplie
cation whioh Hamber sigus 46 a part of, and is
the basis for, lssuance of this ocniract.

"In cazs Of epidemio, public disaster or
other conditions ctuving an overorowding of the -
capacity of the Mothodlat Hospitel of Dallus to
such & degroe that it ie not paasiblu Lo, Pro-
vide acooumodations, in such eveat the Methodlst
Hospital of Dallaz agroes to refund twice the .
arount of duas recoived from Member duriasg the -



433

‘Honorablo Ce o Lookﬁk:t, Page 14

Twalvae Months fzmediately pracedlng; ané such
rofund shall fully dischorge the pusponsibility
T the lothodlat Hospltel of Dallag.
"This controot doas pot apply to industrial
hazalé@s coalag under the supervision of the
Industrisl Aceldient Fosrd. ocher asrees to
puy the balance of tho yearly cdues when edmaitted
10 the Hosplital., It is reguired that Luzboer
loave this Contracet et the Aduitting Cffice
while confined, Contrect will be returaed uzosn
dischargoe. - '

| WMIIBODIST KESPITAL OF DALLAS

(8TAL) \ L , Juparincenaentsy

‘(Cz the ro#eré}fﬁ;do of the contraot)s

I, the undersignaed, do horadby make appli- -
cation for meabership 4n tha hospitalization plan
of Mathcdiat Hospital of Dallas, Toxas, through
the Hatlcasl Hogpitalizetion Oystex, Ino., the -
suttorized agsnts and oollectors of dues, oy«
&hble in sdvance at _the rate ofs - 75d Yonthly
- Ve dD Qusrtarly _ §4.50 Jemi-Annually _ $9.00
Annh2lly, the memborship to becoxme operative
85l 1n force izmediatoly in cass of eocldent,
end after 10 daya from date of contraoct in cass
of ilineas. Should I chanxe oy present exploye
mont ny mombership shell Stay:in full.force.-so long
as &y dues ero puid, Unamployed wivea of huse-
bands 4x group are written on same basis o8 huse
bands, srnd cro eutomatically concelled whan huse
band'a oontract lappes. Contraot of moszbar who
becomes unemployed housewlfs i automaticully

*  catcalled, wefoult ia peyment of duss for ten
doys sutomntically concoels tho Sexrvice Contraoct
I ez to receive if asoceptaedy i rofecsted, nonay

- palid on application will be refundad. I certify

that I aa in geod heelth and without chronio
oilzant of eny kinds I understand snd agroe :
that I ax aot to receive hospltalization service
-for any existing disence, allumoent or injury nop
cozplicaticns arising therefrom, ner for tubepe
culosig, intoxiocatina, narvous disorders, Lae
sanity, venereal disonsos nyizilis. suloidal
caees, Or uny quqrantianbio diseasa; nor for
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disensas of or surgical oparations for mias-
turrisgoe, avortica, or troublas erising froa
this eource, nor for complioations ariaing
tfroa previcus doliveries; however, @ disoount .
of 50 will be silowed off tho ragular hospie
tal charges for u porfiod of tweaty-ono days
for such ailmonts aug hernia, hermorrheids,
disorpes or oporatiocns on tie utorus, tubes
or overios after the contraot hes been in
full foroo for oae yasr and upcn eatering

the socond and followiag youral -

Age _ Dute of last Illaess _ 194 Fature

ittondlang physicisn Kaference
who ¢an Verify ry statoentss & fully uaderactend
that ony false ststements rngarding my hoalth will
not entitls me to mombarship. This epplication
becomes & part of the Soervice Contrnot end is the
basis on which it is iasusd. '

I suthorfze !%_doduct nu“dues each

Faploysd by i« )
or wite of . }
%itaess: - IR

" Kame (Print).
‘Res. Add4ress

ﬁeprgaahtativc
- . . - Bus, ?hunu Ras. Yhone

The undarnigned tas reed and rfully undorstanda
the conteonts of this applicatioen and that any verdbsl
promisoes or representations made by olthar party
sre Lere and now walved, 3Ilgned 1o Quplicste this

day ol ' s 194 .,

(Stgned)

Rake all chooks peyable to ,
National ospltalization System, Ino."

Applicant

From the facts stated 4in ynur inquiry, end from the
epplication and &ervice coatranet based thereon, it is appsreat
toat the essency of tha ghove montioned hospitalipation socheme
ia to incdemnlfly, in part, the memders agalpnst excessive coat
of hospitalization oonﬁinaunoias. An in tke case of burial

o~
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assoclutions where the funerzl benafits are coantractsd to
boe furnished fa kind and not paid in cash, the donafite

- hare oro uncconditionally ccatreoted to be elthor furnished

in xiud through hogpital services and acoommodations or,
ia 3he alternative, 1z cartain instances basad upoa Con-
tingencles, tha Sysitos and the Hospital agree that thelr
opticn to rafund ¢ the wmomver is li2u of such services

& sux in cash equivaleat to decuble tHe amcunt of duse pald
for tho first 12 months periods I8 the service contract

of both hozpitels, it is provideds ' ‘

", + o that in tha event tho wmomber
purfers «o acoldent cutylde of Uallea County,
igzxan, uhd 1t 18 necessery Yo have immediate
Lossitslizatloa, the hospital agrees 1o ree
imburae the menber to the extent of §5.00 par
day uron receipt of writtes proof from the
hoapival wkere the nazbor was coafined} howe
aver, ia £o event doms thia clause oover more .
than the twenty=one (21) hospital days allote
88 the nember during any tne ooatredt your,"

¥e quote from 63 A, L. Re 713 as followss

"“hethar or not an assoolation or aore
porsticn ias cerrying on ag insuranco bvusinass
zunt dbe deternined by the psrticuler cbiscts
which 1¢ kes fn view, ond not by abstrset dge-
clarstions of u genersl purncse 1o do aots of .
charity, so that, although the obarter of a
corsoration dsclares that 41te objeet is ‘the
gouaral good, ant aot Individuel profit,? it
gay be declured to Us Un fnsursnce ¢oapany.
~ud, of course, the nema by which e coxpany or
assceintion, or ite cartiricates or'policiui.
is doulgnanted 1o aoct determinative of the
question whotbor the nrzanizatisn is en iae .
suraige coxpagy or 1ts contragtis are in the =
nature of insurernce polleclaesn. (Citiag Scuthera
Suraty Comupany v. Austin, 17 8. ¥ (24) 774).
it iz lumutoriel that tho term 'Snsurencet
nowhars appesrs in the copatrect. ind thoe targs
and zpde of payweat of the conelidgration are

not devarminative of the ¢uoation whother the R

contruot is oze of L{nsurance, X zay Le obe
aarved, alsov, that the questlon es to the

S

- e

_ _,‘.
s ——
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naturs of the insurance presented Ly en in-

surunce contract 18 not to be settled by the
netura and organizatica of the assoolation,

but rathdr by the terme snd oharacter of tho
¢oatrect itself,*

Tha two abova montioned hospitals are incorporated
s ctaritable and benevolent oorporaticns, end are actually
encagod in the ipsurunce businass and for profit. The faots

‘statod f{n yeur letter furthar reflect that the Dolaware

corporation abeove mentionod i acting os agsnt for the
hospitals, ‘

o have carefully considered Title 78, Yeraoan's
iAnnotuted CAvil Statutea, walch ocataina tho statutes rela=
tive to insurance in this State. Article 4716, Veraon's
Annotatad Civil Statatea, defines w health Lfnsurence Qom=
pray as followss

"A hoalth iasurances ceapeny shall do deaus
¢4 to be v corporatica doling dusiness under any
chartar iavolving the payment of eny smount of
noney, or other thing of velue, conditionoed upon
loss by recson of disability due to siconse or
111 health.™

An sceident insurance company is defined by Artie

vin aococident fnsurasce eompany shall be
doomod to bo @ eor{orasiun doing business undar
any charter involving the paymont of monoy or
other thing of velue, conditionod upon the ine
Jury, ¢issblesent or desath of perasons resulte
. ing from traveling or general accidents by land
or water,”

In viow of the foregolng fasots end statutes applie
coble theroto wg met forth ia Title 78, supra, it ia our
opinicn that both of the above named hospitals mre carry-
ing on the businens of kealth aad/or sccidoent insurance in
oontraventicn of the fnsurancs lawa of this Stute and that
the above npamad Delaware dorporstion is unlawfully eoting
a8 thoir agoent, - .

You further ask if thors are any ultra vires act
or acts on the part of all or any of the thires corgporations
seationed Lia your iaquiry.
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It ia stated in Texes Jurisprudense, Vol. 10,
D 694= ‘

' wThers $s a plaia dlstigetion hetwaeon Gore
rorxta aots whieh arae invelid because they are
toyocsd the powers of tho corporaticc and acta
walch ure illegel or contrsyy to pudlic policy.
This appoars ia tho logul ocnsajuences ensulng
froa ultra vires end illegal transactions
regpsotively. It is convenieat to kaop thias
dicticetion in mind by using tha expressioa
fultra vires' to doaiznnte only acts which are
in excoss of the corjyorsto powaers end to denou=
inate a5 *illegul' those eots whioch & corporae
tion 1is ferbildden to do. “trictly aspeaking,
‘the tarm "ultra vires® 1a used to dosignste

. the acts of corporatisps beycad the scope of
thelyr powoers as dofined by tholr charters of
eots of incorporation.' <« o« " :

_ Cook on Corporations, Vol, &, 6th Xd., pe 1991,
statess : : - : B '

'"It rarely happens thot the stata ébzeots'
to &an ultre vires act, That 4¢ hes & right
to object by quo warranto is undoubted.” -

However, Artiols 4, Seotion 22 of the Stats Conatie
tution provides that ths Attornsy Coneral shall egpecinlly
inquira into the charter rights of all private corporstions,
aend in the nama of the Stata tako such action &in the ocourts
as nay bo proper to prevent any private corporatiocs: from exer=
cioing any powor or demunding or collecting any speales of
taxes, tolla, Creights or wharfage, not authorized dy law,
and ghall whanever sulffioient cause existe, seok & judicial
forfelture of such charters.

It $3 ateted in Texns quiupfuaendu. Yol. O, ﬁ. 382y

*The logislature, deriviang its suthority
from the ocoastitation, Las ree~snsctod these
provisgions, end thoy now appear in the Havised
stetutes. This peotica of the Constitution
unot only confers pOwers uUpoa the Attorney Goflw
oral, but it alec imcaes duties whioch must
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V' PURAVAIGTIU VMUDRDPYVLS ADWWE MALLPT WHAVE Viads
for thelr porforaance.

"the duty to laquire into the oharter
rizhts of private corporaticns 18 to the end
thut whon in bkis oplinion it becomes necessury
to taks steps to provent the aduse of corporate
powar, he zay do s80. This right exiats {in the
vary nature of the efficoe, and ¢ould, it has
boeen sald, bYe oxuercised by the Attorney Ganeral
in the abssancoe of a oonatitutionsl provision
exprasnly conferring it. ' :

" ha Suprone Court has expressoed tho bae
lilef that it wias not the purposo of the constie
tutica to ocvnfer on the Attorney Caneral the
‘right to maintuin thils type of oquitadble proe
caedling “In avery ¢asae 1o wihdeh 2 private Core
porstion may exeroise & power not conferrod by
law, without refoerente 0 the quantion sg to
whetlpr such oaxercise is hurtful to some ine-
terest essentlially public, Accordingly, it
has bovn gtesdily held that sults of this
character cannot be malntsined when private
rights alonoe ars lavolved."

In support of the adbove statement, we quote from
the casae of State v, Faramsrs Loan & Trust Company, % &l,
(Supo Che Tﬂx.) 17 S, We 60, &8s followpt

- ®*It 38 not beliavsd that 4t wns tho npure
rose6, by the gacticn of the oonztitution dew
fora refarrad to, to coeanfur on the attorney
gonoral the powor to institute apd msintain
an equitable proceaeding such as thie, in every
caza ip which & private corperation 14y exels
eine a ptwor not conferred by law, without
refordnce to the quostion whother such exere
cisa of power 1s hurtful to some intorest
oaseatially sublies; nor is it believed that
4t wug thereby intendad to confer cn kim the -
powar to lnstitute and maintain suits to
provent the gxercise of a rower oot conferrad
by lew on such coyporstions, except in cases
in which 1t i3 meds t0 agpenr thet the exore
¢ise of the powear will be hurtful to somea
i{aterost essentielly publilio. This view Ls
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stroagthenad by tha conncetions in tho parae

> greph of the gaotion of the constitution in

which the geaaral lansuazo whiol snema %o

be relied upon 14 raand, for all theza ralate
. 10 matters 1n which the pudlie h=ve a direot

{ntornet. The rirht of the attorney gonaral,

- 4n bebals of the Stateo, through the courts,

to prevent any private corporation from

oxorcising uny povwer not conferred by low,

when this is burtful to the publia, or the

assunption of e {raachise, which in 1tself

is s publice wrong, caznot be gquestioned,

and would exist from the nature of the office,

in tho absance of & oconstitutional provision

oxproudly conferring it.”

In viaw of the foregolang euthoritios snd the facts
stated {n your lettor, you are advised that it is our opin=-
loo that the acts of the ebove nemed hospitals engsging ia
the businaza of hoealld lnsurance and the Ueleware coxpany
6etiog us thely agent s such are ultre vires aots,

Trusting that the foregoling tully aAnRowers youy
ioquiry, we are

- Yours very truly

PROVED nc  ATTQUNRY CIUTRAL OF TEXAS
T 4
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